April 14, 2005

boost the chances that debtors would be re-
quired to continue paying some debts even
after a plan’s successful completion.

Todd Zywicki, a law professor at George
Mason University in Virginia, said the shift
away from the ‘“‘fresh start” philosophy is
justified because another bedrock American
value—that people who incur debts should
pay them—is being sullied under the current
system.

But many bankruptcy judges and inde-
pendent experts warn that equally compel-
ling values would be lost if the proposed
measure becomes law.

Practically, they warn, debtors who would
no longer qualify for Chapter 7 and fail to
complete Chapter 13 repayment plans would
either have to keep paying creditors indefi-
nitely or drop out.

“If you're confronted with a mountain of
debt and have no hope of getting out from
under it, you’re either going to go under-
ground or turn to crime,” said Kenneth N.
Klee, a former Republican congressional
staffer who was one of the chief authors of
the last major bankruptcy law change in 1978
and now teaches law at UCLA.

More broadly, say judges and others, the
ability to start over after running into finan-
cial problems should not be discounted.

“‘Loads of people have filed bankruptcy—
Mark Twain, Buster Keaton, Walt Disney,”
said Lundin, the Nashville-based bankruptcy
judge. ‘“‘Bankruptcy is a very American safe-
ty net.

“It’s part and parcel of the American
dream.”

Mr. Speaker, while this bill fails to
improve the bankruptcy system, the
bill succeeds in being harsh, punitive
and mean-spirited.

The bill is particularly harsh on
women who are often the primary care
givers for their children or their par-
ents and are the largest single group in
bankruptcy; on older Americans who
are the fastest growing group in bank-
ruptcy due to medical costs; and on
children. Parents seeking child support
will compete with credit card compa-
nies and other lenders in State courts,
but will have little protection and
fewer resources than the large credit
card companies they are up against.

Finally, the bill does a disservice to
those who serve our Nation, especially
our National Guard troops and Reserv-
ists who are mnot protected by an
amendment passed by the other body.

National Guard and Reservists make
up nearly 40 percent of those serving in
the Iraqi theater. They often leave be-
hind small businesses and jobs and
incur debt, but they do not have the
benefits and services offered to active
duty Armed Forces.

This bill would not stop abusive
creditors who are stalking down mili-
tary families while their loved ones are
serving our Nation bravely and hero-
ically.

I would hope that our Republican col-
leagues would join us in a bipartisan
way to support our motion to recom-
mit that would give some opportunities
for the National Guard not to be treat-
ed this way under the bankruptcy bill.

As for the bill, instead of addressing
real causes of bankruptcy, this bill re-
wards irresponsible corporate behavior
and fattens the already large profits of
the credit card industry.
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While bankruptcy filings have in-
creased 17 percent in the last 8 years,
credit card profits have increased more
than 160 percent, from $11 billion to
more than $30 billion. There are now 5
billion credit card solicitations a year
stuffed into our mail boxes and many
targeted at teenagers with no jobs, no
income, no visible means of support to
pay these credit card bills.

It is an industry with little oversight
and loose underwriting that charges
enormous fees and unfair interest pay-
ments. The legislation does nothing to
address these failings. In fact, the
other body rejected an amendment to
tell customers how much it would cost
in additional interest if they make
only minimum payments on their cred-
it card bills.

For these and other reasons, Mr.
Speaker, I sadly oppose this bill. I say
sadly because this is an area where
there should not be any major dis-
agreement. If the point is to honor a
tradition in our country where people
are entitled to a fresh start so they can
begin contributing back to our econ-
omy and to our society, then we should
uphold that; and if people are abusing
the system, existing law already covers
that.

Instead, we have a situation where it
is mean and harsh to those who can
least afford to pay back and gives op-
portunity to the wealthiest, the
wealthiest, and corporate abusers of
the system.

With that, Mr. Speaker, I am giving
my reasons for why I oppose the bill.

[0 1445

Mr. SENSENBRENNER. Mr. Speak-
er, I yield myself the balance of my
time.

Mr. Speaker, one does not need to get
a good grade in Economics 101 to real-
ize that those who pay their bills as
agreed end up having to pay for the
cost of debts that are ripped off in
bankruptcy. The number of bankruptcy
filings has exploded. The number of
proven instances of people gaming the
system and using bankruptcy as a fi-
nancial planning tool has gone up, and
this bill stops those types of abuses.

I would like to quote from page 4 of
the committee report from testimony
that was given by Professor Todd
Zywicki, and he said, ‘‘Like all other
business expenses, when creditors are
unable to collect debts because of
bankruptcy, some of those losses are
inevitably passed on to responsible
Americans who live up to their finan-
cial obligations. Every phone bill, elec-
tric bill, mortgage, furniture purchase,
medical bill and car loan contains an
implicit bankruptcy tax that the rest
of us pay to subsidize those who do not
pay their bills. Exactly how much of
these bankruptcy losses is passed on
from lenders to consumer borrowers is
unclear, but economics tell us that at
least some of it is. We all pay for bank-
ruptcy abuse in higher down payments,
higher interest rates and higher costs
for goods and services.”
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The Credit Union National Associa-
tion, which is a national organization
of nonprofit credit unions that are
owned by their members, said that, as
of 2002, they lost over $3 billion from
bankruptcies since Congress started its
consideration of bankruptcy reform
legislation in 1998; and CUNA estimates
that over 40 percent of all credit union
losses in 2004 will be bankruptcy re-
lated, and those losses will total ap-
proximately $900 million.

Now the credit unions are not the big
issuers of credit cards. They are owned
by their members, and those members
have to pay additional costs of the
services of their own credit unions be-
cause of the huge write-offs that have
been described in this report.

Now if my friends on the other side of
the aisle were so concerned about
bankruptcy abuse and the fact that
this bill does not deal with the prob-
lem, they could have spent the time
drafting an amendment in the nature
of a substitute. They were offered by
the Committee on Rules and I re-
quested the Committee on Rules to
make such a substitute in order, but,
no, all they want to do is criticize, at-
tack and come up with no positive al-
ternatives.

If that is their position, then the
bankruptcy tax that everybody realizes
is passed on to people who pay their
bills as agreed to is on their shoulders,
because we are trying to stop the
abuse.

I have heard an awful lot about the
homestead exemption. If this bill goes
down, eight States and the District of
Columbia will continue to have an un-
limited homestead exemption where
corporate crooks can hide their assets
from bankruptcy in a homestead and,
once they get their discharge, sell that
mansion and go off on their merry way.
They want to keep that. Our bill closes
it.

We have heard an awful lot about
asset protection trusts that become the
law in a number of States. Page 506 of
the bill contains a new section on
fraudulent transfers and obligations
that says that anybody who creates
one of these trusts within 10 years of
the date of filing can have that trans-
fer voided if such a transfer was made
to a self-settled trust or similar device,
such transfer was made by the debtor,
the debtor is the beneficiary of the
trust or similar device, and the debtor
made the transfer with actual intent to
hinder, delay, or defraud any entity to
which the debtor was or became, on or
after the date such transfer was made,
indebted. Our bill closes those asset
protection trusts. If the other side
votes this bill down, they continue on
and the blame for that is on their
shoulders.

We have heard an awful lot about
medical bills. Well, the people who are
complaining about medical bills put a
tin ear on to the testimony that has
been submitted in this extensive hear-
ing record.

The United States trustees program,
independent people who administer the
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Bankruptcy Code, collected data and
made findings on medical debt. They
drew a random sample and, of 5,203
debtors, 54 percent listed no medical
debt. Those that did, medical debt ac-
counted for 5.5 percent of the total gen-
eral unsecured debt; 90.1 percent re-
ported medical debts of less than $5,000;
1 percent of the cases accounted for 36.5
percent of the medical debt; and less
than 10 percent of all cases represented
80 percent of all reported medical debt.
This is not the big problem that the
people on the minority side have said it
is. The data from the United States
trustees proves this.

Finally, we have heard about debt
that has been run up by service people
who are on active duty, whether it is
the permanent active duty military
service or Guard and Reserve members
who have been called up to active duty.

In the last Congress, the Congress en-
acted the Servicemembers Civil Relief
Act, Public Law 108-189, which gives
protection to people on active duty
from collection of these debts by those
that they have become indebted to, and
this law puts a cap on interest at an
annual rate of 6 percent on debts in-
curred prior to a person’s entry into
active military duty service.

Mr. Speaker, this is a good bill. It is
not a perfect bill. It is a good bill, but
it plugs a lot of loopholes that abuse
has been generated under, and it does
provide protection for medical debts
and to our service people.

Let us not listen to the inaccurate
statements that have been made by
people who have been opposed to bank-
ruptcy reform beginning 8 years ago,
long before the military actions in Iraq
and Afghanistan. Let us give some pro-
tection to the people who pay their
bills that they have agreed to from the
hidden bankruptcy tax, and the way we
do that is by passing this legislation.

Ms. DELAURO. Mr. Speaker, to listen to this
majority, we have a crisis in this country—one
brought on by spendthrifts defrauding the pub-
lic via our bankruptcy system. Indeed, to look
at the statistics, we are facing a crisis—but it
has nothing to do with ordinary Americans act-
ing irresponsibly or even our bankruptcy sys-
tem.

Last year, more than a million-and-a-half
families resorted to declaring bankruptcy—a
full half of which occurred not because of any
irresponsible behavior but because of unex-
pected medical expenses brought on by an ill-
ness or death in the family. These families—
widows and widowers, mothers and fathers,
many in the middle-class—are hardly “gaming
the system”—they are doing the best they can
under unbelievable circumstances that have
left them with no choice but to resort to the
only recourse they have: filing bankruptcy,
wiping their debt and trying their best to start
anew.

If there is any “crisis,” it is the skyrocketing
cost of health care, which has left more than
14 million Americans spending more than a
quarter of their every paycheck on medical
costs—that Mr. Speaker, is what | call a crisis.
A moral crisis.

We can all agree that individuals should be
accountable for living beyond their means, but
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if anyone is “gaming” our bankruptcy system,
it is the credit card companies, who have long
been advocating for this bill at the same time
they prey on unsuspecting customers. And as
with previous incarnations of this legislation,
there is virtually nothing in the bill that would
require creditors to curb their outrageous pred-
atory lending practices that mislead even the
most educated consumers into debt.

This bill is especially bad for women, who
are the single largest group currently in bank-
ruptcy. By making it harder for them to file for
bankruptcy, we will make it more difficult for
them to maintain essential items such as the
car that gets them to and from their job.
Women who are owed child support will be
forced to compete with credit card companies
and other lenders for dollars to spend feeding
and clothing their children. The bill also allows
perpetrators of violence against women at
health centers to escape liability for their ac-
tions through the bankruptcy courts.

Mr. Speaker, this bill is yet another product
of an Administration and majority that taxes
work and rewards wealth. It appeals to the
worst in all of us, painting honest middle-class
families who are working hard and taking per-
sonal responsibility for their actions as liars,
cheaters and spendthrifts. At the same time it
lets off the hook those who do act irrespon-
sibly by preserving loopholes which allow
wealthy bankruptcy filers to hide their true
wealth in mansions and trust funds. | can
hardly imagine a more unfair piece of legisla-
tion less concerned with promoting the com-
mon good, and | urge my colleagues to op-
pose it.

Ms. JACKSON-LEE of Texas. Mr. Speaker,
as | stated with respect to the consideration of
the rule, today is a sad day for America, its el-
derly, its veterans, its bereaved, and its aspi-
rants for a second chance.

This 512-page legislation before the Com-
mittee of the Whole simply falls far short of its
purported goal of ensuring that every debtor
repay as much of her debt as she can reason-
ably afford. Instead, this bill appeals to special
interest groups—mainly credit card compa-
nies. The bil’'s sponsor has said that bank-
ruptcy has become a system “where dead-
beats can get out of paying their debt scott-
free, while honest Americans who play by the
rules have to foot the bill.” Given the eco-
nomic gap as evidenced by the predominance
of African American and Hispanic bankruptcy
filers, it is clear that these minorities are
viewed as the “deadbeats” of society. Given
the harmful provisions that are contained with-
in the legislation, it is clear that the Republican
Majority wishes to perpetuate this condition.

According to the Democratic Platform: “The
heart of the American promise has always
been the middle class, the greatest engine of
economic growth the world has ever known.
When the middle class grows in size and se-
curity, our country gets stronger. And when
more American families save and invest in
their children’s future, America grows stronger
still . . . Today, the average American family
is earning $1,500 less than in 2000. At the
same time, health care costs are up by nearly
one-half, college tuition has increased by more
than one-third, gas and oil prices have gone
through the roof, and housing costs have
soared. Life literally costs more than ever be-
fore—and our families have less money to pay
for it. Three million more Americans have fall-
en into poverty since 2000”.
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The bankruptcy bill, as it stands, has the po-
tential to crush the dreams and futures of the
vast majority of Americans. It will shut the
door to the one avenue that is available to
those who are eventually overwhelmed by
debt.

The proposed bankruptcy bill will lead to a
new feudal system. Let me share a few facts
with you. Do you know that currently, more
that 1 of every 100 adults in America files
bankruptcy each year? Families with children
are twice as likely to file. Research shows that
approximately 50 percent of all families are
forced to file bankruptcy due to medical ex-
penses; and other 40 percent of families file
bankruptcy due to divorce, job loss or death in
the family.

Hispanic homeowners are nearly three
times more likely than White homeowners to
file, and African American homeowners are
nearly six times more likely than White home-
owners. African Americans are also twice as
likely to lose their homes due to foreclosures,
often falling victim to the unscrupulous prac-
tices of predatory lenders. Furthermore, Afri-
can Americans consistently have higher levels
of debt. In a study of African American fami-
lies, the typical family had debt of 30 percent
of its assets, while the debt of the typical
White family was 11 percent of its assets.

The process by which this bankruptcy bill
has made its way to the Floor of the House
frustrates both the notion of democracy and of
representative government.

| offered amendments to the bill that in-
cluded: (1) closing a new loophole that threat-
ens to undermine the comprehensive scheme
to compensate victims of nuclear accidents,
which Congress enacted long ago in the
Price-Anderson Act (PAA); (2) increasing the
amount of tuition expenses allowed under the
Chapter 7 means test; and (3) precluding the
discharge of debt arising out of suits against
sex offenses; (4) striking the means test; and
(5) supporting an amendment by my colleague
Mr. SCHIFF to offer relief to those who are vic-
tims of identity theft.

Chairman MEL WATT offered substantive
amendments including one that would protect
consumers from predatory lending tactics, and
another that would seek to protect the credit of
college students. Similarly, Representative
BoBBY ScoTT offered amendments that in-
cluded proposals to allow debt to be dis-
charged when bankruptcy is caused by un-
foreseen medical expenses or by the death of
a spouse.

However, the Republican Majority did not
accept the amendments, and therefore ig-
nored the issues advocated by my constitu-
ents and those of my seventeen Democratic
colleagues.

The Republican leadership of the Judiciary
Committee passed this measure without con-
sideration of a single amendment that was of-
fered by my Democratic colleagues and me.
They effectively shut Democrats out of the
markup process and thereby ignored the
voices of the people’s representatives on this
very serious policy matter. When the bill was
considered in the Senate, the Majority rejected
over 25 Democratic amendments, including
one that would have helped debtors to keep
their homes if they have been driven into
bankruptcy by medical expenses. Clearly, the
Majority has priorities that do not protect
Americans who are victims of circumstances
that have nothing to do with creditworthiness.



April 14, 2005

Of the amendments that my Democratic col-
leagues and | plan to offer (for our upcoming
consideration) before the House is one that
would remove the Chapter 7 ‘means test’. This
would sift out debtors who can afford to repay
at least a portion of their debts from those
who cannot. Debtors who have income above
a “state median” would have to plead before
a bankruptcy judge.

The egregious provisions of this bankruptcy
bill and its name are not unlike many recent
bills that have sifted through committee and
onto the House Floor. Banks, credit card com-
panies, and retailers have accounted for more
than $24.8 million of campaign and partisan
contributions since 1999. Commercial banks
have given some $76.2 million, according to a
study of campaign finance and lobbying dis-
closure reports and the Center for Responsive
Politics. The banking industry has spent $22
million on federal lobbying in the past five
years. In fact, according to the New York
Times, “The main lobbying forces for the bill—
a coalition that included Visa, MasterCard, the
American Bankers Association, MBNA Amer-
ica, Capital One, Citicorp, the Ford Motor
Credit Company and the General Motors Ac-
ceptance Corporation—spent more than $40
million in political fund-raising efforts and
many millions more on lobbying efforts since
1989.”

Clearly, the Republican Majority has shut
Democrats out of the process in order to ap-
pease these special interest groups—to the
detriment of middle-class and elderly Ameri-
cans.

As an African American, | am troubled by
the fact that both African American and His-
panic families, both of whom are over-rep-
resented in bankruptcy, would suffer dis-
proportionately if this bill becomes law.

Proponents of this bankruptcy bill suggest
that it will put pressure only on the families
that have the ability to repay. In fact, the
weight of the evidence demonstrates that this
legislation will increase the cost of bankruptcy
for every family, and decrease the protection
of bankruptcy for every family, regardless of
income or the cause of financial crisis. The bill
contains provisions that will force many honest
debtors unnecessarily out of Chapter 7, make
Chapter 13 impossible for many of the debtors
who file today, protect significant loopholes for
wealthy and well-advised debtors, as well as
raise the cost of the system for all parties. It
will turn the government into a private collec-
tion agency for large creditors, and force
women trying to collect child support or ali-
mony to compete with credit card companies
that will have more of their debts declared
non-dischargeable.

The ability to file for bankruptcy relief and to
receive a fresh start is a source of hope for a
number of American families that suffer the
burden of financial problems. What this Ad-
ministration proposes with this bankruptcy re-
form bill is an attack upon minorities. It will
make it virtually impossible for many families
to extricate themselves from a web of high in-
terest debt—and kill the dream of these fami-
lies to become homeowners.

Mr. Speaker, | reject this legislation not only
because it is flawed in and of itself but also
because the process by which it is being con-
sidered is severely flawed. Americans deserve
and have a right to a better process.

Mr. BLUMENAUER. Mr. Speaker, for as
long as I've been in Congress | have sup-
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ported bankruptcy reform on two simple prin-
ciples; | believe people should pay their debts,
if they are able, and that we should end
abuses in the system, whether by people who
deliberately run up their bills or by businesses
who exploit the gullible and the unfortunate.

My first vote in favor of bankruptcy reform
was cast with reservations because some of
the provisions of the bill seemed unduly harsh,
but | had hoped that the legislative process
would ultimately improve the product. Unfortu-
nately, for 8 years we have been unable to
see the bill move through the legislative proc-
ess and improve; it appears as though the bill,
if anything, is actually less adequate due to in-
creasing predatory lending by credit card com-
panies and skyrocketing medical costs.

One of my deep concerns has been credit
card mills, which send out millions of credit
cards to people who are not creditworthy. In
2001 there were 5 billion solicitations by credit
card companies. Meanwhile, skyrocketing fees
have been coupled with reduced minimum
payments. Bait-and-switch techniques have
been employed that change the terms and
raise the interest rates of cardholders who
have never missed a payment.

While S. 256 contains overly harsh punish-
ments for middle class Americans that have
been preyed upon by the credit card industry,
it preserves loopholes for the very rich. S. 256
maintains a homestead exemption that allows
people with lots of money to shield their as-
sets by purchasing multimillion dollar homes in
certain states. O.J. Simpson was able to
shield many of his assets by doing this in Flor-
ida. There are even sophisticated trust ar-
rangements that enable people with substan-
tial sums of money to be protected from the
provisions of this bankruptcy bill.

There are some simple, common sense
changes that could be made to this bill that
would make it more fair to all parties involved.
The Senate, however, was unwilling to com-
promise and approve any of these provisions
and the House leadership has prevented any
of these proposals from even being debated
on the floor. Perhaps the most glaring exam-
ple of the majority’s unwillingness to com-
promise is the rejection of an amendment that
would protect soldiers injured in Iraq and Af-
ghanistan from the unfair “means test” within
this bill.

| have had meetings over the years with in-
dividuals who represent all sides of this issue:
the bankruptcy trustees, judges, and lawyers
who represent the debtors, and the people
who extend credit to businesses large and
small and to individuals rich and poor. As a re-
sult of these meetings, it is clear that the loop-
holes do remain and that the abuses of lend-
ing practices are not being reigned in. The bill
provides a mandate for unnecessary and bur-
densome paperwork and the most extreme re-
quirements, including personal certification of
the facts by the attorneys assisting the debtor
that are not found anyplace else under any
other legal provisions. This is going to shut
down programs like the legal clinic at Lewis
and Clark law school in Portland and will
make it harder for legitimate creditors to be
able to get their money back in a timely fash-
ion.

The sad fact is that most bankruptcies are
due to large medical bills, family breakup, and
job loss. This legislation is going to put an un-
necessary burden on the vast majority of un-
fortunate people and still allow too many of
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the unscrupulous to avoid their responsibilities.
It does not have to be this way. | continue to
hope that the political process will respond to
these problems with sympathy and concern for
the unfortunate. Until that point, | cannot sup-
port S. 256 in good conscience.

Mr. KIRK. Mr. Speaker, | am proud to vote
in favor of S. 256, The Bankruptcy Abuse Pre-
vention and Consumer Protection Act of 2005.
This important bill brings needed reforms to
our nation’s bankruptcy system. The legisla-
tion reduces the unfair disparity of treatment in
the bankruptcy system by establishing more
uniform and predictable standards.

| am particularly pleased to note the com-
promise reached on healthcare and employee
benefits. This legislation takes great strides to
protect patients’ rights, and it encourages
debtors and trustees to consider patients’ in-
terests when administering healthcare bank-
ruptcy cases. Patients are given a voice
through the appointment of an ombudsman,
who advocates for the confidentiality of pa-
tients’ records and ensures patients are trans-
ferred to appropriate facilities. These are crit-
ical provisions that protect the rights of those
with failing health.

| would like to commend a constituent from
my district for his contributions to this legisla-
tion, Keith J. Shapiro, Esq., of Northbrook, Illi-
nois, and his colleague Nancy A. Peterman,
Esqg. Mr. Shapiro testified in support of these
patient health provisions before the U.S. Sen-
ate Committee on the Judiciary Subcommittee
on Administrative Oversight and the Courts on
June 1, 1998. The passing of this legislation
marks the culmination of Mr. Shapiro and Ms.
Peterman’s tireless efforts to protect patients’
interests in bankruptcy cases. On behalf of my
colleagues in Congress, | offer my sincere
gratitude for their dedication to fair bankruptcy
policy.

Mr. HOLT. Mr. Speaker, thank you for allow-
ing me the opportunity to offer my remarks
today regarding S. 256, the so-called “Bank-
ruptcy Abuse Prevention and Consumer Pro-
tection Act.” The issue of bankruptcy reform is
extremely important and it is critical that we
pass a measure that will both ensure greater
personal responsibility of debtors, as well as
ensure that credit card companies and other
creditors take responsibility for their reckless
lending. Unfortunately, this bill does neither. In
fact, the bill before us today overly penalizes
working families. In fact, the bill before us
today takes no action against reckless and
predatory lending. This bill will do nothing to
reduce the number of bankruptcy filings or ad-
dress the problem of record-high consumer
debt, which now stands at $2 trillion.

As to the substance of the legislation, it is
no secret that the number of bankruptcies has
risen dramatically over the past few years. In
2001, 1,398,864 people filed for bankruptcy in
the United States. According to the Center for
American Progress, in 2003 there were a
record number of 5.5 personal bankruptcy fil-
ings for every 1,000 people living in the United
States. In 2003, my own state of New Jersey
ranked slightly below the national average at
4.8 filings per every 1,000 residents. This past
year, the number of personal bankruptcies had
risen to 1,584,170, an increase of over 13 per-
cent. In my own state of New Jersey, citizens
have seen a similar increase in bankruptcy fil-
ing over the past three years. With those facts
in mind, | strongly support the principle of in-
creased personal responsibility of debt.
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While there are many problems with S. 256,
I'll name just a few of the more egregious pro-
visions to which | strongly object. While the bill
purports to elevate the priority of child support
payments, in reality credit card companies
would receive repayment of debt at the same
rate as child support obligations. Children and
families will now compete with credit card
companies for payment. The bil’'s homestead-
exemption cap does little to address the prob-
lem of wealthy debtors shielding their assets
from creditors by purchasing million-dollar
homes. Sophisticated, wealthy debtors can
easily plan ahead and evade the cap. The
provision in the bill dealing with “asset protec-
tion trusts” also does not adequately address
the problem of wealthy individuals stashing
millions away in trusts that are protected in
bankruptcy proceedings. The bill puts the onus
on creditors and the court to prove that the
debtor was actively trying to avoid creditors by
transferring money into the trust. The bill does
nothing to protect people who have medical li-
abilities.

The bill also imposes artificial deadlines and
cumbersome new paperwork requirements on
small businesses trying to reorganize, and it
unnecessarily limits the discretion of bank-
ruptcy judges in crafting the best possible re-
sult for small-business debtors and creditors.
The rigid and unrealistic requirements will
force many viable small businesses to perma-
nently close their doors.

Mr. Speaker, | recognize that there have
been, and likely continue to be, abuses of the
bankruptcy law, which was designed to be a
safety net. As I've said before, | strongly sup-
port increased personal responsibility for debt
accrued. However, this should coincide with
greater responsibility on the part of the credi-
tors. It is the creditors who often shamelessly
target college students and low-income indi-
viduals with their credit card applications. It is
the creditors who subsequently grant these in-
dividuals higher levels of credit at high interest
rates. It is the creditors who saddle these indi-
viduals with insurmountable levels of debt. In
fact, it is estimated that the credit card indus-
try mails out five billion unsolicited credit card
offers a year.

| believe we would be better served if we
could fully debate the merits of this legislation,
as well as substantive amendments that were
disallowed from consideration by the full
House. Sadly, once again, we cannot, and |
urge my colleagues to oppose this legislation.

Mr. MORAN of Virginia. Mr. Speaker, the
“Bankruptcy Abuse Prevention and Consumer
Act” is long overdue and with House passage
later today, it stands a very real prospect of
becoming law. It's been an extremely long
road to reform.

| originally supported bankruptcy reform in
1998 with former Representative George
Gekas. Ironically, the legislation was drawn
from the recommendations of the bipartisan
National Bankruptcy Review Commission that
was established through legislation passed in
1994 by a Democratic-controlled Congress. It
enjoyed the same level of bipartisan support
as when it passed the Senate last month.

The main component of the commission’s
recommendations and the legislation we have
here today is to establish a means-based test
to determine who should work with creditors
on a plan to repay their debts and those who
cannot afford to do so. Sometimes a market-
based capitalist economy can be unforgiving,
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but Americans are fair and decent people. We
want a system that allows a fresh start to
those in financial trouble, but also one that
promotes personal responsibility and is not
susceptible to fraud and abuse.

The means test in this bill carves out a se-
ries of exemptions to steer those who can af-
ford to repay at least part of their debt toward
a Chapter 13 repayment plan. This test takes
into account exemptions for living expenses,
health and disability insurance, expenses to
care for an elderly or disabled family member,
secured debts, and home energy costs among
others. It also recognizes situations where in-
dividuals face overwhelming medical costs or
other debilitating situations. Under the bill, if
an individual can demonstrate ‘“special cir-
cumstances” that create an overwhelming fi-
nancial burden, those individuals would not be
required to file for Chapter 13. As a final safe-
guard, those people earning less than their
state’s median income would automatically be
ineligible for Chapter 13.

It is estimated that only a small minority of
those already filing for bankruptcy would be
affected, perhaps as little as 7 percent. Con-
trary to some reports, families and individuals
facing difficult economic circumstances, peo-
ple who may have lost their job or family
breadwinner or have been devastated by a se-
vere medical condition, will be given a chance
to clear their debts and receive a fresh start
under this bankruptcy reform legislation.

Back in 1998, | encouraged supporters of
the bill to improve its consumer protection pro-
visions. They responded by making child sup-
port a priority in a repayment plan, requiring
credit counseling prior to filing for bankruptcy,
and limiting abuses caused by a few unscru-
pulous individuals who hide their wealth be-
hind a state’s homestead provisions.

At the onset of the 107th Session, | sought
and won the House’s approval of my pro-con-
sumer amendments that remain a part of
today’ s bill. These provisions:

Require credit card companies to include a
disclosure statement highlighting the number
of months necessary to repay a balance if the
card holder were to pay only the minimum
amount due;

Require credit card companies to inform
cardholders on when their low introductory
rates expire and new higher rates take effect;
and

Prevent deceptive and fraudulent advertising
practices by debt relief agencies by making
certain that creditors are informed of their
rights as debtors.

Could these provisions be perfected? | sus-
pect so. There were several other consumer
protections we were unsuccessful in getting in-
cluded. But perfection should not be an enemy
of the good.

Increasingly, bankruptcy has become a tool
of first impulse rather than a last option after
all other avenues have been exhausted. Last
year, 1.6 million consumers filed for bank-
ruptey, a figure just short of the number of fil-
ings in 2003, which represented the most in
our nation’s history. How is it that during peri-
ods of sustained economic growth and pros-
perity, such as during the Clinton presidency,
when all incomes rose, bankruptcies also con-
tinued to climb?

S. 256 has been criticized for advancing the
interests of the credit card industry on the
backs of the poor and the middle class, many
of whom are in debt because of circumstances
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beyond their control. | am sympathetic to this
argument, but the flaw is not with this legisla-
tion. Those deserving of a fresh start will still
be able to do so under this legislation.

The real flaw is with an agenda that the ma-
jority continues to advance.

Most families in dire financial straits and fil-
ing for bankruptcy will be able to discharge
their debts under this legislation. But why are
they facing bankruptcy?

One reason is that 41 million Americans are
uninsured because the majority party refuses
to address this growing crisis.

Another is because 7.3 million Americans
live on the minimum wage, more than one-
third of whom rely on the $5.15 cents per hour
to support their family. They last saw a min-
imum wage increase in 1997.

It is because during the height of the last re-
cession, the majority party refused to allow
any extension of unemployment benefits, be-
cause they were too busy falling all over them-
selves to cut taxes for the wealthiest Ameri-
cans.

We just passed this week a permanent
elimination of the estate tax, helping the
wealthiest among us avoid paying any tax on
their untaxed earnings, and passed a budget
resolution that will cut health care to the indi-
gent.

Mr. Speaker, bankruptcy reform has merit
and should become law. It is the majority’s
overall agenda that is bankrupt and in need of
reform.

Mr. CUMMINGS. Mr. Speaker, after eight
years of consideration, we are now poised to
enact bankruptcy legislation that is deeply
flawed. Like so many of the policy priorities
pursued by this Congress and the Administra-
tion, this bill hurts the most vulnerable among
our citizens.

Many of my colleagues have already dis-
cussed the terrible provisions that the legisla-
tion now before the House would implement.
For example, this bill would institute a means
test for eligibility to file Chapter 7 bankruptcy
that two national commissions have concluded
would be counter-productive, difficult to admin-
ister, and would yield little revenue to credi-
tors. It would remove critical automatic stay
provisions that currently prevent the eviction of
those who are seeking to clear arrearages in
their rent. S. 256 also would reduce the
amount of personal property that those filing
for bankruptcy can retain.

The Republican-crafted and credit-industry
driven bankruptcy reform bill is inapposite the
goals for which bankruptcy was conceived.
Bankruptcy is intended to provide a ‘fresh
start’ to those who file—not leave them sinking
in financial quicksand.

However, rather than highlight the numerous
other misguided provisions of S. 256, | want to
look for a moment at the economic policies of
which this legislation is just one more dis-
appointing part.

The sponsors of S. 256 claim that the rising
number of people filing bankruptcies in our na-
tion is evidence that there is widespread
abuse of our current bankruptcy protections.
Actually, the rise in bankruptcy filings is a
powerful and tragic reminder that our Adminis-
tration’s economic policies are not raising liv-
ing standards but are instead contributing to
the increases in bankruptcy filings. | note that
bankruptcy filings actually decreased in 2004.

In the Economic Report of the President de-
livered to Congress in February of this year,
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the Administration wrote that the “President’s
policies are designed to foster rising living
standards at home, while encouraging other
nations to follow our lead.” The President’s
policies are not worthy of emulation in other
nations—and they are not worthy of continu-
ation in our nation.

Job creation in our nation is failing to keep
pace with the growth in the labor force. The
Brookings Institution has noted that since the
year 2000, there has been a 2 percent de-
crease in workforce participation among young
people aged 25-34, which is unprecedented
since World War II.

Slow job creation has also put little pressure
on businesses to raise wages. As a result,
wages for many low- and middle-income work-
ers are now not keeping pace with consumer
prices. Perhaps not surprisingly, the Congres-
sional Research Service found that in 2001,
27 percent of families in the lowest one-fifth of
household income distributions had debt obli-
gations that exceeded 40 percent of their in-
comes.

While workers are not seeing increases in
their purchasing power, they are also being
left without health insurance to cover their
medical expenses. A recent Harvard Study
published earlier this year found that nearly
half of all bankruptcy filings involve some
major medical expense. As recently as 1981,
medical expenses accounted for less than 10
percent of bankruptcy filings.

Forty-five million Americans are now unin-
sured—and countless millions more regularly
experience lapses in coverage. More than 38
percent of those who filed bankruptcy for med-
ical reasons were found to have experienced
some type of lapse in their insurance cov-
erage during the two years preceding their fil-
ing.

In fact, 90 percent of the bankruptcies filed
are by those who have been injured, are sick,
have been laid off, and/or are going through a
divorce. Laid-off workers are the fastest grow-
ing group of people filing bankruptcy.

All the while, credit card company abuses
are mounting in the form of deceptive mar-
keting practices, irresponsible accounting
practices and other predatory practices. Nega-
tive amortization by credit card companies re-
quire minimum payments so low as to allow
debt to increase rather than be reduced.
These practices are designed to give the debt-
or a false sense of financial health while incur-
ring more debt. The result is often inevitable.
The minute a tragedy strikes and a debtor falls
behind in one payment, debtors are often
swarmed upon by all of their credit card com-
panies—who want to collect immediately. This
is an unfair result for these debtors and a
boon for creditors.

And now, Congress is poised to add insult
to uninsured injury by destroying the basic
protections that our bankruptcy laws have of-
fered to those most in need.

Mr. Speaker, the increase in personal bank-
ruptey filings in our nation is not proof that our
bankruptcy laws need reform. It is, instead,
proof that our economic policies need re-
form—and need reform urgently.

This bill only serves to disadvantage those
honest Americans struggling to make ends
meet. | urge my colleagues to oppose S. 256.

Ms. SOLIS. Mr. Speaker, | rise in strong op-
position to S. 256, legislation that will make it
harder for individuals to eliminate their debts
after liquidating most of their assets by filing
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bankruptcy. Thousands of women and their
children are affected by the bankruptcy system
each year. This bill will only inflict additional
hardship on over a million economically vul-
nerable women and their families. In fact,
women are the fastest growing group to file for
bankruptcy. More than 1 million women will
find themselves in bankruptcy court this year,
outnumbering men by about 150,000. Women
who lose a job, have a medical emergency, or
go through divorce make up more than 90
percent of the women who file for bankruptcy.

This legislation’s means test provision would
require even the poorest filers—struggling sin-
gle mothers, elderly women who are victims of
scam artists—to meet complicated filing re-
quirements to access the bankruptcy system.
In addition, the bill would make it much harder
for women to collect child support payments
from men who file for bankruptcy because the
bill gives credit card companies, finance com-
panies, auto lenders and other commercial
creditors rights to a greater share of the debt-
or's income during and after bankruptcy. This
bill pulls the rug out from under economically
vulnerable women and children. It increases
the rights of creditors while making it harder
for single parents and others facing financial
crises.

This harsh bankruptcy reform legislation will
not help those families that are struggling to
get by. This bill will do nothing to reduce the
number of bankruptcy filings or address the
problem of record-high consumer debt. It is a
gift to the credit card and banking industries;
but one that will be paid for by those least
able to afford it. Instead of giving a handout to
credit card companies, we should ensure that
Americans losing their jobs or struggling with
medical debt have a second chance for eco-
nomic security. That is what our bankruptcy
laws are intended to provide. This bill is ter-
rible for consumers, working families and
women, and | urge my colleagues to vote
against it.

Mr. CARDIN. Mr. Speaker, | support equi-
table reform of our nation’s bankruptcy laws.

| recognize that there has been abuse of
our bankruptcy system, and that reform is
needed. | think we can all agree that those
who can afford to should pay their creditors
back—that they should be responsible for their
debt. Those debtors who charge thousands of
dollars on luxury items prior to declaring bank-
ruptcy, should be held accountable. It is con-
trary to our values as Americans—this idea
that some people are able to abandon their
debts by gaming the system. Their actions are
not fair to the vast majority of Americans who
work hard to pay their debts in full, and Con-
gress should act to limit irresponsible use of
our bankruptcy system.

| have in the past supported reasonable
bankruptcy legislation, and although this bill
does contain some good provisions, | regret
that | cannot vote for the bill before the House
today.

S. 256 would make it more difficult for indi-
viduals and families who have suffered bona
fide financial misfortune to get a fresh start. It
does so by establishing a rigid means test to
determine if an individual is eligible for Chap-
ter 7 relief. Regardless of the circumstances
that led the individual to seek bankruptcy, the
court is not permitted to waive the means test.
In other words, “one strike, you're out.”

| am disappointed that we did not add some
reasonable flexibility measures to the “means
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test.” The stated purpose of the bil’'s means
test is to prevent consumers who can afford to
repay some of their debts from abusing the
system by filing for chapter 7 bankruptcy. It
makes sense to require those who are able to
repay their debts to do so. However, there are
some situations that warrant an exception to
the means test.

What are the reasons that individuals seek
what we call “bankruptcy protection?”

Harvard Law School recently researched
bankruptcies and found that nine out of ten
persons filing bankruptcy have faced job loss,
severe health problems, divorce or separation.
liness or medical bills drove nearly half of
these filings.

Unfortunately, the bill before us does not
offer any relief in these or other tragic cir-
cumstances. | voted against the rule because
it provides the House no opportunity to vote
on amendments that would allow a court to
consider extreme circumstances that might
have led to bankruptcy filings.

| am disappointed that here in the House,
the Judiciary Committee failed to close a pop-
ular loophole used by the very wealthy to
shield millions of dollars by setting up asset
protection trusts. If the majority were truly in-
terested in creating a more fair bankruptcy
system for all Americans, this would have
been included in the bill.

The Judiciary Committee also failed to rein
in some of the practices of credit card compa-
nies that are in part responsible for the rise in
bankruptcy filings. They refused to provide
credit card users with more detailed informa-
tion to assist them in handling debt. Why not
help consumers understand the consequences
of their financial decisions, such as making
only the minimum payment each month, so
that they can avoid some of the missteps that
can lead to higher debt?

We do need bankruptcy reform, and | wish
that we had an opportunity to address many of
these valid concerns.

| want to address the concerns of elderly
Americans. The number of senior citizens in
bankruptcy tripled from 1992 to 2001, rep-
resenting the largest increase of any group of
Americans. According to the Baltimore City
Department of Aging, bankruptcies among el-
derly city residents have increased by nearly
50 percent over the past year.

Their costs of living are increasing steadily,
including their rent, food, and heating costs.
Many of them routinely use credit cards to
cover their daily expenses. They are not
spending frivolously—they are just getting by.

During previous Congresses when this bill
was considered, employers were less likely to
file for bankruptcy to shed health care and
pension obligations to their retirees. More than
one million Americans have had their pension
plans taken over by the Pension Benefit Guar-
antee Corporation. From 2003 to 2004 alone,
192 plans were taken over by the PBGC.
These retirees have seen their benefits re-
duced and so they must pay more for health
care. But they have not had their debts re-
duced accordingly. An amendment in the other
body that would have required companies that
dropped retiree health benefits to reimburse
each affected retiree for 18 months of COBRA
coverage upon reemerging from bankruptcy
was defeated.

Many seniors who do not yet qualify for
Medicare or who have prohibitively high
copays also pay medical bills and prescription
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drug costs with credit cards. Often they skip
dosages or forgo care entirely because they
cannot afford it. We know the result, which is
that many end up with much more severe con-
ditions and many wind up in nursing homes.
That translates into greater burdens on our
federal and state budgets, and higher costs for
us all.

| am disappointed that the victims of identity
theft cannot seek relief under this bill. We
have just learned that between ChoicePoint
and Lexis-Nexis, thousands of individuals
have been the victims of identity theft. In the
last few years, the Ways and Means Com-
mittee has held fifteen hearings on a bill to re-
duce Social Security Number theft, and last
year, we reported out a responsible bipartisan
bill, but it was not brought to the floor. This
year, | am again an original cosponsor of this
bill, but it is not yet law, and so virtually every
American remains at great risk for identity
theft. Unfortunately, our vote on the previous
question—to allow bankruptcy judges to take
into consideration the fact that persons are
forced into bankruptcy because of identity
theft—was defeated.

Mr. Speaker, | want to vote for an equitable
bankruptcy reform bill. So many Americans
have been driven into bankruptcy not from a
desire to game the system, but because of cir-
cumstances beyond their control. This legisla-
tion fails to adequately protect their legitimate
needs. It is because of them that | must vote
against this bill.

Mr. CANTOR. Mr. Speaker, we have before
us today a bill that provides a safety net for
people who have lost a job, had health prob-
lems, or served in the military and cannot
repay their debts. It gives them the opportunity
for a fresh start while continuing to hold ac-
countable those who are able to repay their
debts.

Bankruptcy abuse represents a “hidden tax”
on the American people. When businesses
have to raise the cost of their products due to
unpaid liabilities, that cost is passed unfairly to
all of us.

When people file for bankruptcy and cancel
out their debts, small businesses suffer major
financial setbacks. Bankruptcy to a small busi-
ness triggers a change in its bottom line. A
smaller bottom line means less money to pay
employees, which leads to job cuts—some-
thing nobody would like to talk about, and cer-
tainly nobody would like to encourage.

This legislation will modernize the system
and make it more difficult to hide behind the
protections of filing for bankruptcy. With this
bill we will lessen the impact of the unpaid
debt that is a hindrance to thousands of busi-
nesses and hurts our ability to create jobs.

Mr. SHAYS. Mr. Chairman, | rise in support
of S. 256, the Bankruptcy Abuse Prevention
and Consumer Protection Act. It is a basic
principle of commerce in our country that
when a person makes an obligation to pay
someone for a good or service, they do so.
We ought to address the fact that our nation
had over 1.6 million bankruptcy filings last
year, and an estimated $44 billion in debts are
discharged annually. When creditors are un-
able to collect money owed to them, we all
pay the cost in the form of higher costs, higher
interest rates and higher downpayments.

| want to be very clear that this legislation
will not prevent those who have incurred op-
pressive indebtedness from filing. It will apply
a means test that weighs whether a debtor
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has enough disposable income to repay credi-
tors. If, after applying this test, the debtor has
little or no disposable income, they will be able
to file for straight bankruptcy just as they al-
ways have. Those who earn wages and have
the ability to repay, however, will be required
to file for Chapter 13 bankruptcy, restructure
their debt and repay a portion of it.

| have heard from a number of my constitu-
ents concerned about high credit card rates,
predatory loan practices and identity theft. |
share their concern and believe that after
passing this legislation today, we must redou-
ble our efforts to pass legislation curbing pred-
atory lending, and we must build on the legis-
lation we passed during the last Congress re-
garding identity theft.

This is comprehensive legislation and while
supporting its passage, this body should
pledge strong oversight and the willingness to
review its effect on bankruptcy filers and the
economy at large.

Mr. HONDA. Mr. Speaker, today, the Re-
publican majority continues its assault on
hardworking Americans by ramming through
the House of Representatives bankruptcy leg-
islation that harms even the most ethical
among us. The legislation before us today is
an indefensible gift to the credit card industry,
and | urge my colleagues to join me in voting
against it.

S. 256, The Bankruptcy Abuse Prevention
and Consumer Protection Act, purports to in-
troduce a greater level of personal responsi-
bility into the bankruptcy system by eliminating
various loopholes and incentives that encour-
age consumer bankruptcy filings and abuse.
The bil’'s proponents argue that this kind of
abuse is rampant, but expert analyses suggest
another story. According to a Harvard study,
about 50 percent of all families that file for
bankruptcy are forced to do so as a result of
medical expenses, and three-quarters of those
individuals actually have health insurance. An-
other 40 percent have been driven into bank-
ruptcy, at least in part, after suffering a job
loss, divorce, or death in the family. The
American Bankruptcy Institute estimates that
no more than three percent of filers avoid re-
payment of debts by gaming the system. The
simple truth is that almost all individuals de-
claring bankruptcy do so as necessity and a
last resort!

Sadly, the mechanisms employed by this bill
to crack down on bankruptcy abuse will have
a disproportionate impact on women, minority
communities, the elderly and the unemployed.
It will impose a rigid means test that will make
it more difficult for debtors to get a “fresh
start.” The bill also will endanger child support
payments, permit landlords to evict tenants,
and frustrate efforts by debtors to save homes
and cars. It betrays veterans who accumulate
debt following an injury or disability sustained
on active duty. In a final insult, the Republican
leadership denied the opportunity for Demo-
crats to offer amendments that would have
protected veterans and other vulnerable com-
munities.

While the Republican majority wishes to
hold the average American accountable, it
seeks to preserve privileges and loopholes for
the financial industry and the rich. The bill
does nothing to reign in credit card companies
that engage in reckless lending, and it allows
wealthy debtors in five states to declare bank-
ruptcy and keep their multimillion-dollar homes
without penalty. Once again, the Republican
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leadership thwarted amendments that would
have evened the playing field for debtors and
creditors. Amendments to close loopholes for
millionaires, discourage predatory lending, and
cap interest on extension of credit were flatly
rejected by the Republican majority on the
Rules Committee.

Reasonable bankruptcy reform may be nec-
essary, but S. 256 is an abuse of the legisla-
tive process and a threat to the financial secu-
rity of all Americans. | urge my colleagues to
oppose S. 256.

Mr. ALLEN. Mr. Speaker, | rise in opposition
to S. 256. This bill helps big credit card com-
panies at the expense of working families in
crisis.

A Harvard University study reports that
more than forty-five percent of all bankruptcies
are filed because of a health emergency. Ap-
proximately ninety percent of all bankruptcies
are due to a health care debt, job loss, or a
divorce. When this personal crisis happens,
families are driven into crushing credit card
debt that they ultimately cannot manage.

Working families are being squeezed by
skyrocketing health care costs, gas prices,
and housing costs. At the same time, this Re-
publican Congress is reducing the social safe-
ty net for working families: Medicaid, Social
Security, and now, bankruptcy protections.

Mr. Speaker, | know there are people abus-
ing the bankruptcy code. But There are also
companies marketing loans to people who
cannot afford them. Credit unions and commu-
nity banks make responsible loans and do re-
sponsible underwriting. But this bill does noth-
ing to make big credit card companies curb
their abusive marketing strategies or practice
responsible underwriting.

Vote “no” on S. 256.

Mr. UDALL of Colorado. Mr. Speaker, | do
not support this bill in its present form—and,
since the Republican leadership has made it
impossible for the House to even consider any
amendment, | have no choice but to vote
against it.

In recent years, Colorado has been one of
the states with the greatest increase in bank-
ruptcy filings. Opinions vary about the causes,
but this fact does suggest a need to consider
whether the current bankruptcy laws should be
revised. So, | am not opposed to any change
in the current bankruptcy laws, and in fact |
think some of the bill's provisions would make
reasonable adjustments in those laws.

But this legislation was first developed years
ago and neither its supporters nor the leader-
ship have been willing to give any real consid-
eration to adjusting it to better reflect current
conditions.

In particular, | think that the bill should have
been amended to more appropriately address
the financial problems being encountered by
some members of the regular Armed Services
as well as by members of the National Guard
who have been called to active duty in Iraq or
elsewhere.

If the motion to recommit had prevailed, the
bill would have been amended to exempt from
the means test at least those National Guard
and Reservists whose debt resulted from ac-
tive duty service or was incurred 2 years of re-
turning home from their service. Unfortunately,
the motion was not adopted.

For me, this is a very serious matter and the
lack of such an amendment is one of the main
reasons | cannot support the bill.

Under these circumstances, | am not per-
suaded that the bill now before us is the right
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prescription for Colorado or our country. | think
it still needs work—and because of both its
shortcomings and the refusal of the leadership
to permit consideration of any changes, | can-
not support it.

Mr. KIND. Mr. Speaker, | rise today in sup-
port of this legislation because the current sys-
tem needs reform to protect those people truly
in need of debt relief, while holding account-
able those who can repay their debt.

Bankruptcy filings have risen steadily in re-
cent years, an indication that our current sys-
tem is an ineffective one that discourages con-
sumers from saving and planning responsibly
and ultimately isn’t good for consumers, fami-
lies, or a society that values individual respon-
sibility. | believe bankruptcy should be a last
resort—one that allows people who need pro-
tection to receive it and people who can repay
all or some of their debts to do so. The sys-
tem in place now gives incentives to people in
trouble and encourages them to steamroll
headfirst into Chapter 7 liquidation of all their
debts, even when they could get back on their
feet through a reasonable repayment plan or
basic credit counseling.

While S. 256 is not a perfect bill, | do be-
lieve it goes great lengths in addressing the
growing problem of bankruptcy in this country.
| believe there is great misunderstanding
about what this bill does and who will be af-
fected. Only those earning above the median
income and who have the ability to pay will be
required to pay back their debt. However, mil-
lionaires who use bankruptcy law as a method
of financial planning will no longer be able to
buy extravagantly and subsequently have all
of their debt written off.

It is also important to note that many fami-
lies and small businesses will benefit because
of changes to this law. Bankruptcy costs are
passed on to other consumers, and the aver-
age family pays hundreds of dollars each year
in higher prices. Additionally, small businesses
that might otherwise not be paid for their
goods or services will have a better chance of
gaining compensation as a result of this bill. A
very positive aspect of S. 256 is that it makes
permanent Chapter 12 of the bankruptcy code.
I, along with other members of Congress,
have been working for years to make perma-
nent this much-needed source of relief for our
family farmers.

There have been accusations that this bill
will be detrimental to the most needy; in fact,
there are a great deal of safeguards. S. 256
includes protections ensuring that alimony and
child support payments are made. | believe
single parents and dependent children need
our help far more than millionaires who benefit
from current bankruptcy laws. Additionally,
families who have exorbitant medical bills they
cannot afford can still file for Chapter 7, and
judges will still have a great deal of discretion
when it comes to the issue of means-testing.

In addition, this legislation will create new
disclosure requirements for lending institutions
to provide better information to consumers
about credit cards and debt. This is particu-
larly important for young adults who are
bombarded by credit applications and have
limited knowledge about the risks that accom-
pany credit card ownership.

It is important to note that this legislation is
only the first step in addressing the bigger
problems underlying savings in this country.
With an over-reliance on credit cards and a
lack of saving for retirement, too many Ameri-
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cans find themselves on shaky financial
ground. Addressing this problem must be our
next goal, and we must encourage more per-
sonal responsibility in consumers.

The Bankruptcy Abuse Prevention and Con-
sumer Protection Act will benefit consumers
and provide all Americans with better access
to credit. It helps prevent abuse of the system
while providing debt protection to those who
truly need it. | urge my colleagues to support
this legislation.

Ms. KILPATRICK of Michigan. Mr. Speaker,
| rise in opposition to S. 256, the Bankruptcy
Abuse Prevention and Consumer Protection
Action. The title of this bill is a misnomer. It
should be titled the “Corporate Protection and
Improved Profitability Act”. If passed, this Act
will be a boon for credit card and financial
lending institutions and a nightmare for Amer-
ican families who are struggling to stay strong
in an economically depressed society. Essen-
tially, the House is contemplating legislation
that is more punitive to individuals seeking
bankruptcy protection than corporations that
resort to filing for bankruptcy.

| also have concerns about House proce-
dures for S. 256. A closed rule was employed,
resulting in thirty-five Democratic amendments
being rejected from consideration. Debate on
an amendment to the bill was prevented. Thir-
ty-five amendments were submitted before the
Rules Committee and not one was accepted.
Not only were members of the House pre-
vented from engaging in debate but also the
American people have been denied the oppor-
tunity to hear legitimate debate regarding this
Act we are considering today. | am especially
distressed about the majority’s refusal to ac-
cept amendments that related to identify theft
and exemptions for disabled veterans whose
indebtedness occurs after active duty.

My review of S. 256 compels me to con-
clude that the framers of the bill failed or re-
fused to recognize that recent economic poli-
cies by the current administration have directly
contributed to the proliferation of bankruptcy
filings by consumers. Burgeoning deficits, per-
petual and high unemployment, and the expor-
tation of jobs overseas are just a few of the
by-products of failed and poorly conceived
government policies that have contributed and
continue to contribute to the need for individ-
uals to seek bankruptcy protection.

| also oppose S. 256 because it does abso-
lutely nothing to stem the predatory practices
employed by credit card companies, or the
abusive fees and penalties imposed on indi-
viduals who make just one late payment. Fur-
ther, the wealthiest citizens in our country are
able to insulate their assets by placing them in
trusts that are protected in bankruptcy pro-
ceedings.

| staunchly oppose S. 256. Democrats were
denied the opportunity to offer amendments,
the American people have been denied a full
opportunity to determine the full implications of
the changes in bankruptcy law, and the Act is
fundamentally anticonsumer.

Mr. Speaker, my conscience dictates that |
oppose S. 256. | encourage my House col-
league to vote No on the Bankruptcy Abuse
Prevention and Consumer Protection Act.

Mrs. DAVIS California. Mr. Speaker, | rise to
voice my opposition to the bankruptcy reform
legislation before us today.

Unfortunately, there are individuals who
abuse the credit system and use it for their
own gain.
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This is wrong and we should be working to
stop those who take advantage of the bank-
ruptcy laws.

However, | worry S. 256 will hurt the thou-
sands of Americans who have absolutely no
choice but to file bankruptcy as a last resort.

Specifically, | am concerned about the im-
pact on our brave service members and our
military families.

The numerous activations and extended
tours of duty in Iraq and Afghanistan are caus-
ing our military families to face debt and seri-
ous financial strain.

Studies show that the incomes of military,
families decrease significantly when the serv-
ice member is deployed.

Four out of 10 Reservists, for example, take
a drop in pay once they are deployed over-
seas.

| have met with military families in San
Diego who are facing the realities and the fi-
nancial strain that come with activation.

| worry about the military spouse whose
husband is activated to serve in Iraq for a year
and must leave his job or his business.

Somehow, we expect the spouse to care
her children, to make the house payment, and
to pay the bills on an income that is signifi-
cantly lower.

Some military families will have no choice
but to file for bankruptcy because of the envi-
ronment we 